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TO THE SHAREHOLDERS: 


Two important happenings of the Company are drawn to your atten- 
tion. Tuesday, April 9, 1872 marked its organizational meeting, hence 
100 years of business have been completed. Secondly, 1971 has been 
most encouraging, showing the highest profits ever. 

Your Company was established to provide insurance for the people 
of North America, and for 100 years has been a “‘Canadian Company 
Serving Canadians.”’ It is now Canada’s oldest continuing joint stock 
insurance company. Many noteworthy events have occurred within 
the Company during the last century, and a short history has been 
compiled for your perusal. 


This year a record premium income, improved underwriting experi- 
ence and reduced expenses achieved a peak in our underwriting profit. 
As was anticipated in the report of last year, the change in the invest- 
ment portfolio provided a higher yield. The underwriting profit and 
investment income, together with the advance in the investment 
market throughout the year, have resulted in an addition to earned 
surplus of $1,560,618. 


Apart from the gratifying financial outcome, your Company has 
improved in other areas. A paramount need is to expedite a competent 
and equitable service to both insured and agents. Our efforts to attain 
this have been intensified, necessitating the institution of many in- 
ternal changes. 


During the year Mr. H. Cameron Hawken, because of the pressure 
of other commitments, retired from the Board. His contributions have 
been of much benefit. In June the Company lost, by death, a faithful 
and widely esteemed employee, Mr. Gray Doble. 


The ever-increasing arrogation by governments of the insurance 
industry develops an unsettling atmosphere among the many thou- 
sands of persons striving to provide the insured public with the best 
services at the lowest cost. No amount of interference will reduce 
either the frequency or dollar amount of claims. The denying to the 
public of a market for free choice of insurance will not improve the 
service or reduce costs. While the future cannot be anticipated, 
we meet it confidently, dedicated to the provision of optimum service 
to Canadians. 


It is heartening to have the loyal support of agents and to know that 
our department heads are exceptionally competent and all of our em- 
ployees are enthusiastic and anxious to expand and develop our 
operations. Your Company can only progress with such devotion and 


_ loyalty. 


President 


BALANCE SHEET AS AT DECEMBER 31st 


1971 1970 
(restated) 
ASSETS 
(CP Raaatiod ceo ets gant ora EDs oh pene SiON $ 111,324 |$ 115,695 
Marke table securitiesratico stutesctesrmaceereantheesneeer et eacnat G2 297432) 10,259,462 
Monteageloansiommreal estate... os, seaaee cette eee ee =: 145,340 250,819 
Interest and dividends due or accrued .............scceceeeeseeeees 163,526 150,643 
Investment 1’ PrOPeVly AUCOSU:..rmacusmae se cteslmuies/swriieecacwieseicias 47,300 70,000 
Agents’ balances written on or after October 1st................. 1,497,915 1,213,109 
Dietromine-inSUrershaesacs scr sentes  eemarmeen encore sey ca eeeaae 117,802 206,616 
Other receivables and prepaid eExpeMses...............sececeeeenes 534,208 225,924 
Trust fund stor-clalms Ol Te-INSULeTS/...0 cesses eeace seen ences 393,453 255,232 
Furniture and equipment less depreciation ................2.000 51,284 46,305 
$14,283,584 |$12,793,805 
LIABILITIES 
Banksindebted iesSeraccs se. creme tatttaus ate scee saeesnarmaewncnat = 327,000 
Elaimsinicourse:olsettlementaonte.eus:sereascnetmer sec csenncee sate 4,092,103 3,757,529 
lmedrned premiums secerc sccann aneeeererarcee et naaeca woeoeeneaensnee oe 4,349,027 4,010,854 
Guarantee bond special provision ............:..csseeeeeee eee eenes 369,370 299,285 
REAHSUTETSACEPOSits NOL tcrace.esoe meee ccncasumescoees acetone 393,453 255,232 
Other liabilities and accrued charges............2.s0sesssseseesee 393,360 379,023 
Investment reserve for market value ...............:ececceeeeeeenees 653,468 1,287,000 
Pension reserve for employees retired prior to 
Gompanyiplatitetecnmcvenusioosecteseaecoccert conse tneeans sateen 28,233 33,930 
10,279,014 10,349,853 
SHAREHOLDERS’ EQUITY 
Capital stock: authorized 200,000 shares at $5; 
ISSUICWHA GO 7-2 Ocean mae ee ne ace nee aR ae aca eae eat neranaSe 668,600 668,600 
Batned'Surp lisse s-cscsce casa wenrnes wae rcaeceserene eet can eae 3,335,970 MAS AP 
4,004,570 2,443,952 
east clan PE age ee $14,283,584 |$12,793,805 | 
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Director Cos Mefancainn 


AUDITORS’ REPORT 


To The Shareholders of aa 
The Guarantee Company of North America 


We have examined the balance sheet of The Guarantee Company of North America as at 
December 31, 1971 and the statement of income and surplus for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of ac- 
counting records and other supporting evidence as we considered necessary in the 
circumstances. 

In our opinion these financial statements present fairly the financial position of the company 
as at December 31, 1971 and the results of its operations for the year then ended, in accordance 
with accounting practices prescribed or permitted by the Department of Insurance of Canada 
as explained in Note 1 to the financial statements, applied on a basis consistent with that of 


Bia eced 26 yeau | RIDDELL, STEAD & CO. 


February 25, 1972 Chartered Accountants 


STATEMENT OF INCOME AND SURPLUS 


For the Year 
1971 1970 
(restated) 
Gross Premiums: WLItteN! sce ceee- un sercas cee merseee tear eee eee $9,229,670 |$8,212,343 
Net premiums Written. 0: sgeeccs ton on ceoassoctemasisteaehls cme es seeusmeaeeeserias 8,170,818 7,455,000 
NET premiums earned -a.cc.-ccateceu-eetaccesne: tee eae amano nome neaeet 7,832,645 6,934,860 
Glaimsiand adjusting Costs'scesercens-sanceeas eee tee eee eee eee eee 4,532,746 4,742,297 
GROSS UNDERWRITING PROEUTeee samaeds eee ere see ee cae: 3,299,899 2,192,563 
Expenses: 
Premium taxesiand JiGenseSeea---cerarsceeecen ster ess se pee eeee ree 214,224 184,022 
Other expenses) <i dsiinccouesacseeccees acaeoe ceed eee eea eae cee eae eames 2,770,650 2,894,712 
Depreciation. on €quipment.2- jcsae dene sass stspe depeteamaenea ete 12,821 11,576 
2,997,695 3,090,310 
UNDERWRITING PROFIT (LOSS) .....................cceeceeceeneenens 302,204 (897,747) 
Investment mmCOME-~—1 els y.--.ceaseet een een eR ee oe aes ae 742,906 566,084 
Profit: (h6ss) on investmentsisolde--seeyecctnanes sanesseea teen eee ( 27,139) 77,927 
Increase in special guarantee bond reserve ..............0.:0008+00- ( 70,085) ( 86,119) 
Decrease in over-90-day agents’ accounts...............0..0s0eeeee- 9,200 2,760 
NET PROFIT (LOSS) Sgr keene cae eect sere ene eee eee 957,086 (337,095) 
BARNEDISURPLUWSJantary (St ces cesareten-c stare ees aee meeeee ee eeee 15775,392 2,191,563 
Change in reserve for market value of investments............... 633,532 ( 39,000) 
Provision forpending ti gations: -seseeeetee eee eaeekbaetee ( 30,000) — 
BSG iaUe (cs 0c penne means cee Por pes anaes meaner conc. aecteaectoadcs eectionsc = ( 40,116) 
EARNED: SURPLUS Decembersa sttesnvteece cceaeeerconat recat $3,335,970 |$1,775,352 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


1. BASIS OF PRESENTATION 
The accompanying financial statements have been prepared on the basis of following 
the principal requirements of the Department of Insurance of Canada for reporting in 
annual statements filed with them. These requirements differ in some respects to generally 
accepted accounting principles followed by other types of business enterprises. The 
principal differences include: 
(a) Over-90-day agents’ balances are fully provided for even though ultimately, they may 
be collectible; 
(b) Investment reserve for market value is adjusted annually to reflect the change in market 
values of securities held at the end of the year and is credited or charged to earned surplus; 
(c) The income tax charge against operations is determined using the taxes payable method. 
The 1970 financial statements have been restated to conform with the presentation of 
the current year. As a result of these changes, the net loss for the year 1970, previously 
reported as $340,642, is restated as $337, 095, and earned surplus, previously reported as 
at December 31, 1970 as $1,810,805, is restated as $1,775,352. No material change in 
accounting principles were involved. 


2. INCOME TAXES 
The accumulated amount of deferred income taxes resulting from the claiming for tax 
purposes of provisions for unearned premiums in excess of amounts recorded in the 
_ accounts is approximately $544,000. 
Losses available to offset taxable income to 1975 aggregate approximately $586,000. 


